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FY2006/07 THIRD QUARTER RESULTS ANNOUNCEMENT SU P P L

| QUARTERLY RESULTS ]

The bouard of directors {the "Beard™) of Lenovo Group Limited (the "Company”) is pleased to announce the unaudited
results of the Company and its subsidiarics (the "Group") for the nine months ended December 31, 2006 together with
comparative figures for the corresponding period of last year, as follows:

CONSOLIDATED INCOME STATEMENT

3 months 9 months 3 months 9 months T uronthy 9 months
ended ended ended ended ended ended
December 31, December 31, December 310 December 31, December 34, December 31,
006 1006 2005 2008 2006 2006
{unaudited) {unaudited} tunaudited) {unaudited) funaudired) (unandited)
Noie U'Ss'0o0 LSS USSthn LISt HRS 00 HKS'00
fnote fa)p rnore Hap
Tumover 2 3.997.797 11.173.915 39382801 10,150,387 31.0K6 869 56,854,841
Cost of sales (3,456,279) 19,655.221) 13,457 .845) {8.728.578) 12687611204 (75,051.633)
Gross profit S41.518 1.518.6%4 324956 1421.809 4210843 1,804,808
Other incomel{expense)
- net 3 303 29,188 7.874 16.365 23,569 226,878
Selling and distribution
CXPENSCS {287.012) (851.086) {291.949) (736.993) §2.231. 805 6,615,494
Adminisimtive expenses {129,539) (357.438) {115.433) (303.684) (1.007.684) {2.778.366)
Research and developmem
CXpenses (62.584) (169,694) {55,358) {139.7GT) {486,653 (1.319.031)
(nher operating income/
fexpense) - net 6,566 {23.95) 5224 {E2.587) 51057 (186.1463)
Operating prolit 71930 145,714 73314 225.202 55wz 1.132.635
Finance costs 4 {8.267) (25.845) (12.173) {30.976) thid,254) (20893)
Share of protits of
jointly controlled entities - - - 138 - -
Shire of prodits of assovtated
companivs 19 1.759 722 487 Y25 13.673
P'rofit before taxation 3 63,782 121,628 61.863 194852 EEARN we5 415
“Taration i (6.048) (20.803) (14,947} (51,391} (47.0029) (161,702}
Profi for 1he period 57,734 10825 489106 143461 EELR AR 7X3.713
] — RS LA S
Proiit atinbutable to:
Sharcholders ot the
Company 51.7M 100,825 16.827 138,001 448,93 %3713
Minor1y inlerests - - 2089 5,460 - - 4
57,734 104,825 48916 143.461 445 439 783713
- T aw  _  —NN  _NN 22000002 NN @ N @000 ]
Dividend 7 27454 17,235 213,400
I — ] I
Eamings per share (O
- Basic Nti) US0.67 cents S1.17 cents U%0.53 cents 1)S1.56 cents HK35.21 cents HEKY.09 cents
I ] e —) ] el
PR@CE SS EDmb; USO.6d conts USD. 14 cems  USO.32cents  US1S5cents K398 coms _ HKE.86 cents
T N o N 0 N N 2000000000200
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CONSOLIDATED BALANCE SHEET

Note

Non-current assets
Property, plant and equipment
Prepaid lease payments
Construction-in-progress
Intangible assets
Investments in assoctated companies
Deferred ax assets
Available-for-sale financial assets
Olhcr non-current assets

Current assets
Inventorics
Trade receivables
Notes receivable
Deposits, prepayments and
other reecivables
Tax recoverable
Cash and cash equivalents

Ia)

Total asscts

Share capital 9

Reserves

Sharcholders’ funds

Minority interests

Total equity

Non-current Ttabilities /]

Current liabilities
Trade payables
Notes payable
Accruals and other payables 12
Tax payable

Short-term bank foans
Current portion of non-current liabilities 10

Total Habilities
Total equity and labilitics
Net current hiabilities

Total assets less current habilitics

December 31,

March 31,

December 31,

2006 2006 2006

(unaudited) {audited) {unaudited)

USs'o00 USS'00 HKS8'000

(note Ifa))

290,123 222,364 2255126

5,783 6,412 44,951

25,663 27.965 199.478

1,860,674 1.909.805 14,463,019

5,948 9,060 46,234

54,808 62.345 426,023

44,374 30,250 344,919

40,240 36,816 312,786

...... 2327,633 2305017 18092336

411,582 363,135 3.199.227

783,687 484,773 6,091,599

180,117 92522 1,400,049

860,773 790,130 6,690,789

28,470 - 221,297

1,430,668 1,004,981 11,120,582

. 3895,297 2735541 28,723,543

6=022=910 5.040.558 46,816,079

28,528 28 504 221.748

1,010,209 1.015.399 7.852.355

1,038,737 1.043 903 8.074.103

744 744 5.783

...... 1,039,481 1044647 8.079.586

........ 813,852 813,586 6326071

2,483,210 1.683,17t 19,301,991

106,439 49,433 827.350

1,531,089 1,259,980 11,901,155

22,226 39.604 172,763

13,906 128,358 108,091

12,707 21,779 98,772

...... 4,169,577 3182325 32410422

...... 4,983,429 399591} 38736193

6,022,910 5,040,558 46,816,179

474,280 446.784 3.686,579

——— ———— ————————
1,853,333

1.858.233
T

14,405,957




CONDENSED CONSOLIDATED CASH FLOW STATEMENT

9 months ended 9 months ended 9 months ended

December 31, December 31, December 31,
2006 2005 2006
(unaudited) {unaudited) (unaudited)
Uss'000 US3ono HKS'000

fnote ffal)

Net cash generated from operating activities 794,400 1,415,027 6174871
Net cash used in investing activitics (95,406} (721,218 (741.591)
Net cash (used in)generated from

financing activities (255,056) 645312 (1.982.550)
Increase in cash and cash equivalents 443,938 1,339,121 3,450,730
Eftect of foreign exchange rate changes (18,251) (6,843) (141.8063)
Cash und cash cquivalents at the beginning

of the period 1,004,981 387.101 7811717

Cash and cash equivalens at the end

of the period 1,430,668 1.719.379 11.120.582
———— —————




CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Comertible
rights in
respert of
contertibhe Rruzined
preferred Surplas Imvestment Share Share-based aamings/
Share Share shares and ansing on Exchange e aluation redemption Emplnce  compensation  jaccamulaied Minorin
capital premium warrants  conselidation reent N ¢ msene  share rusts reene losses) interests Totat
dited) I Fited) Jited)  (unaudited] Livedt didd  {onavdited tunudited dited) daod p——
By ] UAS o L3800 UN§'nam UNS iy L3S wn L350 LAS i [R3Y.] L350 L35'o08 UNS5"o0b
Ardpnl] 20 e N 143 2o 10760 - 13313 150 W (I ]| [ERAA H L4 537
Fan value gam ot
avarlable-fur-sale
linancrl assets - . . - - [ER] . - - - - 350
Fxchanee dufferences - . - - (el - - - - . - 13999
Profir for the peticd - - - - - - . . B 10823 - 100823
Reserve realized
on disposal of
sadable-lor-sale
fingmingtassers - . . - - pt - . . . . it
Trandter of
wartants from
Mgy B4 WTTEAT
hakihnes &
fanr v alpe . - e - . . - - - - - B L
Fariene ol shate vpuons E belf . - - - - - - . - 6650
Vesune of shares
under lome-term
INCORILE program . . . . - - - E g e - - 1214
Share- baved
cempensation . E - - - - - - 7R - - w8
Repurskase af
shares 3 146071 - - - . 3 - . - - 14 607y
Centribunons to
emploset share
st - . - - - - . 133897y - - - (B3890
Dindend pad - - - - - - - - - 375000 - 137.8001
A Dpsemben
MES e 1330 1l 16§ 436 {17 636 BN 30443 “H 1039481
——— I . § § F 1




Atapnl 12003
Adophion of
HKIRS 3

Asrestared

Fam valur loss oo
nnlaNe-for-sse
financiat assets

L achange
difierences

Profit for the perind

Drspasal of
subsidian

Resern e alezed
on disposal of
o atlable-for-sale
finanaial assets

Tssue & ordinan
shares

lssue of comerable
prefened shares
and wamants

Taecoise of share
uphans

Share-based
compeRsahon

Reporchase of
shares

Connbenen 1o
employ e shate
Insts

Dnidend pand

At Decermber 31
200

Conreruble

nehisin
respect of
comerphle
peeienied Surples Imesament Share Skate-hased
Share Share sharex and angng oo Luchanze tevaluaben fedemphon Emplever  compensahon Retned Migorin
capual premim waranis  consolidation eXnE Tesene et shaie sty wene 2Ty InTErests Total
tunaudited 1 unaudseds ryngwbireds ngudied ctnaudried s unaudited s wnaudited cunaudieds died s diled dited runaudiied
(R [ { 35w { S¥'onit [ 1 Axoo 1 8§55 [ 1S [y [y i'58om
ki [ LRELS KN b8 1433 g 29040 307 670 237
B 133 . .
pELE bl HE of [t g aeld 3001 670 257
. +§ §Gh) - - - 18.80%
. 12500 R - T 1280
- - 138001 3100 143 401
- - - i [ k]
- - - 124 - - [ ]]
e - - - - - Hi89
. . by . - 0449
i - - - - - HELY
- - - - - - 129% 1297
11.3%0 BHLM . - . - . - 38R
- - - - - - DEENT] - ORI
- - - - - - - 13§ 839, 13§ 829y
2§47 14 s Juise - (26311 3 U813 1216% 11773 7l 1204483
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Nates:

Basis of preparation

The Board is responsible for the preparation of the Group's unaudited condensed quarnterty financial ststements. These unaudited condensed

quarterly linancial stateiments have been prepared in accordance with Hong Kong Accounting Standard 34 "Interim Financial Reporting”™

issucd by the Hong Kong Institute of Cenificd Public Accouniants and Appendix 16 of the Rules Governing the Listing of Securitics on the

Stock Exchange of Hong Kong Limited. They have been prepared under the historical cost convention except that avaifable-forsale financial

assels are stated at fair value, These unaudiied condensed quanterly financial statements should be read in conjunction with the 2005/06

annual tinancial stalements.

()

h)

{c)

()

Change in presentation currency

Efective from April 1. 2006. the Group has changed its presentation currency for the preparation of its financial satements from
Hong Kong dutlars 10 United States dollars ("US dollars™ or "USS™) as US dullars became the major carrency of the Group's
transactions. ‘The Board considers the change will result in a more approprime presentstion of the Group's transactions in the
financial stalemenis. The comparative Bigures in these unaudited condensed quanerly financial sinements are transtied from Flong
Kong dofars 10 LS dollars using the res that approvimate the closing rates for balance sheet items and average rates 1or the period

under review Jor income stitement items,

The change in presentation curreney bas no signiticant impact on the tinancial position of the Group as ot March 31 or December 31,

2006. or the results and cash thows ofthe Group tor the nine months ended December 312005 and 2006.

For the convenience of the geader. the income statement. balance sheet and cash flow statement of the Group, presented in US dollars.
have been translated inte Hong Kong dollars. The convenience transkation of the figures into Hong Kong dollars were made ot the
average rate of exchange for the period under review (USSE=-HKS7.776 and LSS 1=HK$7.773 for the 3-munth and Y-month pedod to
December 31, 2006). This information is only supptementany and is not required by any accounting standard and also does no

represent Hong Kong Financial Reporting Standards and Hong Kong Accounting Standards.

Change in presentation furmat

The Group has elected o present its income stalement by tunction of expense with eifect from April 1. 2006, The Board considers

that it is more appropriale tor the Group o present the income statement by funclion of expense

Cuondensed consolidated cash flow statement

The condensed consolidation cash flow statement for the nine moenths ended December 31, 2006 bs presented aiter making a
reclassification of approximately USS30 million cash received during the three months ended September 30, 2006 in connection with
the acguisition of the 1BM PCD business. that was previously reported as pant of net cash penerited from operating activities and has
now been reclassified and presented as pant of net cash generated from investing activities,  This change in classification is in

conformity with the nature of the transaction and resubt in a more appropriate presentation of the Group's cash flows.

Accounting policies

Ihe principal accounting policies and methods of computnion wsed in the preparation of these unandited condensed guarterly

financial statements are consistent with those used in the annual linancial statements for the vear ended March 31, 2006,

The lollowing new standards. amendments to standards and interpretations are mandatory for the year ending March 31. 2007, The
Group has adopted (hese new standards. amendments 1o standards and interpretations where considered appropnate and relevant 1o

its operations,

0




- Amendment to HKAS 19, " Actuarial gains and losses. group plans and disclosies™

- Amendment 1o HKAS 39, " The fair value option”

- Amendment to FIKAS 21 "Net investment in a toreign operation”™

- Amendment 1o HKAS 39."Cash flow hedge accounting of forecast intragroup transactions”

- Amendment 1o HKAS 39 and BKFRS 4. "Financial guarantes contracts”

- HKFRS 6, "Lxploration fur and evaluation of mineral resources”

- HK(IFRIC)-Int 4. "Determining whether an amangement contains a lease”

- HK{IFRIC)-Int 5. “Rights 1o interests arising from decommissioning. restoration and environmental rehabilitation funds”™

- HK(IFRIC)-Int 6. "Eiabilitics ansing from participating in a specific market - waste electrieal and clectronic equipment”

- HE(FRIC-Ing 7. "Applving the restatement approach under HHKAS 767

The following new standards. amendments 1o standards and interpretations have been issued but are not effecitve tor 2006/07 and

have not been carky adopred.

- HE(FRICKInE 8, "Seope of HHKFRS 27, eflective for annual periods beginning on or after May b 2006

- HEK(IFRIC)-Int 9, "Reassessment of embedded derivatives™. effective for annual periods beginning on or afier June 1. 2000

- HE(UFRICY-Int M), "Interim financial reporting and impainment”. effective for annual penods beginning on or afier

November 1. 2000

- HKFRS 7. "Financial instruments: Disclosures™. effectiy o for annual penods beginnine on or atier Januoary 1. 2007

- Amendment 1o HKAS 1. "Capital disclosures”. eltective for annual periods beginning on or alter Januany 1, 2007

The Group has not early adopied the:

se standards. amendments to standards and interpretations in the linancial statements for the year
ending March 31, 2007, The Group is in the process of assessing the impact 10 the Groop's accounting policies on the adoption of the
above standards, amendments to standards and interpretations in futare periods. but is not ina positien 1o stste whether these new
standards. amendments to standards and imterpretations would have a significant impact on its results of operations and financial

position.



P4 Segment informatien

In accordanee with the Group’s intemal tinancial reporting. the Group has adopted peographical sepments as the prismary reponting forma and

business segments as the secondary reporting format.

(a) Primary reporting format - geographical segments

The segment results tor the pine months ended December 31, 2006 are as follows:

Asia Pacific

Furope, (excluding Corporate
Middle East Greater Creater or
Americas and Africa China) China unallocared Totat
{unaudited) {unaudited} {unaudited) {(unaudited} {unauvdited) (unaudited)
LSS oog LS5 000 [EAY N L5500 'S5'000 USS°000
Turnover 3122888 2325158 1.35%.863 4.366.006 - [EREARIE]

Sepment operating

results (44336} 627 16.498) 255,019 {88.186) 156.520
I S E———— —— ' ——

Finance income 18959

Impairment of asscts (899

Fair value chanpe

on warrants (17
Finance costs {25.845)
Gain on disposal of

investments and

available-tur-sale

financial asse1s 19390

Share of profits of’

associated companics 1.759
Profit before taxation 121,628
Taxation {20.801)
Protit for the period 100823

—————




The segment results for the nine months ended December 31, 2005 are as follows:

Asia Pacic

Europe. {exeluding Cormporate
Middle East Greater Greater or
Americas and Alrica China) China unillocated Total
{unaudited) (unaudued) {unaudited) tunaudited) {unaudited) (unaudited)
LSSt LSSt [SARYE L USE' LUNS'O00 LSyt
Tumover 3.017.800 2.111.326 1.228.081 3.793.180 - 10.150L387
I I . S SeT—— —————
Segment operating
resulls §4.660) ¢1.799) (8.918) 127473 (92.578) k{0 RN
N BN 000 N 3N 2000
Finance income 16,454
Finance costs {M1.976)
Loss on disposal of
available-lor-sale
financial asseis {89)
Sharc of protits ol
Jointly controlled
entities 138
Share of profits of
issociated compantes 157
Pradit betore taxation 194,852
Taxation {51.391)
Profit for the period 143,461
——




(b) Secondary reporting format - business segments

Personal Computer Mobile
Deskiop Notchook Total Handset thers Total
(unaudited) (unandited) (unzudited) (unaudited) {unaudited} {unaudited)
USS USSo00 LSSt} LSSt LSSt USSR

FFor 1he ninc manths ended December 31, 2006

Tumover 4.730.830 5,785,447 10,516,277 485,743 171,805 11.173.915
I T | YT E— . —

Capital expenditure 146223 53110 1.879 153.413
I S C——— S

For the nine months ended December 31, 2005

Tumaover 4,614,683 4,800,754 9,314,437 430,331 205,619 10150087
S L S S S —
Capital expenditure 64,953 2,938 1.404 69,295
P N
Total segmens
assels as al
December 31, 2006
{unaudited) 1.265.249 29100 81.037 1.375.386
] I I ]
Total segment
assels as at
March 31, 2006
{audited) 823.877 74,732 41.821 940,430
. A ——r—— —————— A —
3 Other income/(eypense) - net
3 months cnded 9 months cnded 3 months ended 9 months ended
December 31, 2006 December 31, 2006 December 31, H05 December 31, 2005
{unaudited) {unaudited) {unaudited) {unaudited)
L'ss'000 LS5 000 LSSt LSS0
Finance income 7.623 18,959 7.831 16,454
Impairment ol assets {5,228) {8,990) - -
Fair value change on warrants 184 (171) - -
Gain/{loss) on disposal of investments and
available-for-sale financial assets 452 19,390 43 (89}
3031 19,188 7874 16.365
R S ——————

10




Finance costs

3 months ended

Deecmber 31, 2006

9 months ended

December 31, 2006

3 months ended

December 31, 2005

9 months ended

December 31, 2005

funaudited) (unaudited) {unauditcd) {unaudited)
USs o0 LiS5000 LSS0 LSSt
Imicrest pavable on bank loans
and overdraiis 2.21% T.810 6171 16.042
Dividend and velevant finance costs on
convertibie preferred shares not wholly
payable within hve years 5,481 16,465 3.361 13.358
Onhers 567 L5370 6338 1,576
8,267 25,845 12,173 V76

Profit before ranation

Profin belore axation is stated atier charging the lollowing:

3 months cnded
December 31, 2006

{unaudited)
Uss‘oog
Amortization of intangible assets 27,135
Depreciation expenses and amortization
ol prepaid fease paviments 19,398
Sl costs (including amonization of
share.based compensation of
LISS H).220.000
{2005; USS11,135,000) for
three-month period and US$26.782.000
(2005: 1iS$20.130.000) lor
nine-inonth period) 253,755
Rental expenses under
operating feases 8.541
Restruciuring cosis 2,295

9 months ended
December 31, 2006
{unaudited)
LSS0

77.545

53.39¢

712,081

26,154
23.656

3 months ended
December 31, 2008
{unaudited}
USSR

20262

16.865

228414

5446

9 months ended
December 20, 2003
{unaulited)

USS 00

73.371

47.240

ofAae

14.216




Taxation

‘The amoum of 1axation in the consolidated income stalement represents:

3 months ended

9 months cnded

3 months ended

4 months cnded

December 31, 2006 December 31, 2006 December 31. 2005 December 31, 2005
(unaudited) {unaudited) {unaudited) {unaudited)
US3°000 USs'gog LSso0n USE o

Current taxation
Hong Kong profits tax 24 20 - 8
Taxation owside Hong Kong {4.162) 72 20.502 82.720
Deterred taxation 10,186 0,71 (5.55%) (31.337)
6,048 20,803 14,947 51.391

Dividend

Interim dividend. for the six months ended September 300 2006, of HK2 4 conts

(2005/06: HK 2.4 cents) per ordinary share. paid on December 6. 2006

9 months ended
December 31, 2006
{unaudited)
LSS0

27,454
—

9 months ended
December 31, 2005
{unaudited)
LSSt

27.235

No dividend has been declared o the ordimary sharchobders for the three months ended December 31. 2006 {2005/06: Nil).

Earnings per share

(a) Basic

Basic eamings per share is cateulated by dividing the profit atinbutable to sharcholders of the Company by the weighted average

number of ordinary shares in issue during the pericd.

Profit atinbutable to shareholders of the
Company (LSS0
Weighted average number of ordinary shares in issue

lor the purpose of basic camings per shire

9 months ended
December 31, 2006

{unaudited)

100,825

8.645.088.209
—

9 menths ended

December 31, 2005

{unaudited}

138.001

£.829,306.067




(B}

Diluted

Diluted earnings per share is calculated by adjusting the weighted average number of urdinary shares outstanding due 1o the etfect of
all dilutive powential ordinary shares. The Company has four categories of dilutive potential ordinary shares: convertible preferred

sharcs, share options. long-term incentive awards and warmanis.

The conventible preferred shares are antidilutive as the amount of the dividend and related finance costs for the period per ordinary
share attairable on conversion exceeds basic camings per share and they are excluded trom the weighted average number of ordinary

shares in issue for calculation of diluted camings per share.

For the share options and warrants, a calculation is done 1w determine the number of shares that could have been acquired at {air
value fdetermined as the average periodic market share price of the Company’s shares) based on the monetary value of the
subscription rghts attached 10 outstanding share eptions and warrants. The number of shares caleulated as above is compared with

the nuwmber of shares that would hase been issued assuming the exercise in full of the share options and warrants.

For the long-term incentive wards, a caleulation is done to determine whether the long-tem incentive awards are dilutive. and the

number ol shares thar are deemed 10 be issued.

9 months ended 4 months ended

December 31, 2006 December 31, 2008

{unzudited) (unaudited)
Profit attrrbutable to sharcholders of the
Company (USS00) HIDAN2S 138.001
N |
Weighted average number of ordinary shares in issue 1.645,088.209 8.329.306.067
Adjustments for share options, warmants and
fong-term incentive awirds 2359508036 71467036
Weighted average number ol ordinary shares in issue
tor caleulanion of diluted camings per share 8.880.,996,245 8£.900.773.103
—————S




Share capital

Authorized:

Ordinary shares
Series A cumulalive convenible

preferred shares

Issued and fully paid:

Voting ordinany shares:

Al the beginning of the penod/fyear
Issued duning the perivd/y car
Converston Jrom non-voling shares
IExercise of share options

Repurchase of shares
At the end ot the periad/year

Non-veting ordinary shares:

At the beginning of the periodfvear
Issued during the periodfyear
Conversion into voting shares

Repurchase ol shares
At the end uf the penod/year

Tonad issoed and fully piid ordinary shares

Toaa! issued and fully paid series A

cumulative comertible preferred shares

December 31, 2006

March 31,2006

(unaudited) {audited}

Number of Number of
shaves HKS'000 shares FIKSTHKY
20,000.000,000 500,000 20.t01.000.000 300000
3,000,000 27,528 3.000.000 27.525
20,003 (1000 527,525 20.003.000.000 537,525
————— Y p————

Number of Number off
shares USS'000 shares USsonn
§.517,920,623 27.301 7.474.796.108 23958
- - 821,234,569 2.632
- - 110635945 355
11,396 399 ™ 111.234.000 356
(15,390,000 (50} - .
8523927022 27,315 8.517.920.623 27.300
375,282,756 1,203 - -
- - Y21.636.459 20954
- - (110633946} (355)
- - (435717937 {1.396)
375,142,756 1.203 375.282.756 1.203
#.493.203.379 28504

8,899,209.778 28,528
—AA—

2,730,000 3,11
T

2731000 a2
—————




1k Non-current Habilities

December 31, 2006 March 31. 2006

(unaudited) {audited)

LSS 000 USSTon

Amount pavable for marketing right pavable within five years 331464 50.781

Interest-bearing bank loans repayvable within five years [LGIR UG 100.000

Share-based compensation 14,054 14.006
Convertible preterred shares aut wholly pavable within

five years and warmants 317593 316.852

Warranty provision 169,068 148.779

Retirement benetit obligations not wholly payvable within live years 125,515 143987

Onher non-current Tiabilities pavable within five vears 65465 28.960)

826,559 835.365

Curseni pontion payable within ene vear (12,707) {21779}

13,852 813586
e

On Mayv 17, 2005, the Company issued 2.730.000 conveniible preferred shares a1 the stated value of HKS1.800 per share and unlisted
wirtanis o subscribe tor 237.417.474 shares in the Company tor an aggregate cash consideration of approximarely US8330 million. The
converlible preterred shares bear o fixed cumulative preferential cash Jividend, payable quanterly. at the mte of 4.3 percent per annum on the
stated value ol each convertible preferred share. The convertible preferred shares are redeemable. in whole ar in pant. a1 a price equal to the
issue price logether with acerued and unpaid dividends ar the option of the Group or the convertible preterred sharcholders a1 any time after
the maturity date, The warram holders ase entitled 10 subseribe Tor 237,417,474 shaees in the Company al 11K$2.725 per share. The warram

will expire on May 17,2010,

On November 28, 2006, amendment was made to the investment agreement whereby the right granied 10 the warrant holders. spon the
exercise of warmanis, 1o settle the pavment of the exercise price by way of surrendering part of the warrants was cancelled and 1erminated.

Accordingly, the warrants previoushy treated as a financial Hability have been transferred to equity at a fir value o USS35.210.000,

n Ageing analysis
(a} Ageing analysis of trude receivables a1 December 31, 2006 is as follows:
December 31, 2006 March 31, 2006
{unaudited) taudied)
{58000 USS'inn
0-30 days 633375 349321
31-60 days 30.963 81.961
61-90 days 27,626 23,668
Orer 90 days 41.723 20823
T83.687 484.773

Customers are gencrally granted credit terms of 30 days. Credit terms for customers of the systems integrntion business pormaltly

ranging from 30 days 10 180 days.




(b}

Ageing analysis of irade pavables al December 31, 2006 is as lollows:

0-30 davs
31-60 davs
61-90 dayvs
Over 90 davs

12 Accruals and vther payvables

December 31, 2006

March 31. 2006

{unaudited) {audited)
I/S5°000 LSS0
1,783,460 1.427.372
489,472 217.33%
174,261 19706
36017 18.664
2,483,210 1.683.171

Included in aecruals and other payables are provisions for other liabikities and charges as tollows:

ta)

ih)

{c)

Warranty
Al the beginning of the periodvear
Provisions made dunng the penodf/yvear

Amounts utilized

Long-term portion classificd as non-current habilities
At the end of the periodfyear

Restructuring

Al the beginning of the period/year

Provision made during the peniodfyear

Amounts wlilized

Unused amounts reversed

Al the end of the periodfyear

Battery recall

Provigion made during the periodfyvear

At the end of the penod/s car

December 31, 2006

March 31. 2006

(unaudited) {audited)

/55000 USSn

326,124 24230

295,256 J09.713

(192,730 {107.819)

428,647 336,124

(169.068) {148,779

259,579 177,345

R

69,584 -

1% 69.584

{41,708) -

(3.288) -

25,106 69,584
I ——

18,550

18,550
—

During the period. the Group announced a voluntary recall of battery packs that shipped in some of the products. Under the arrangement with

the supplicr. the costs associated with the recall will be reimbursed by the supplicr.




Business combinations

On April 30. 2003, the Group completed the acquisition of IBM PC Business under an asset purchase agreement dated December 7, 20064,

‘The estimated total constderation for acquiring the IBM PC Business is approximately USS$1.33% million. including cash. the Company's

shares and related transaction <osts.

Set torth below s a prebiminary caleutation of poadwill:

{Unaudited)y
USSO00
- Cash 693,728
- Direet costs related 1o the acquisition 70.097
- Fais value ol shares issued 555819
- Net working captal "true-up” 13.630
Towal purchase considension 1333274
Less: Fuir value of net assets acquired 35571
Goodwill 1.297.703
i —
The major compoenents of assets and Habilities adsing rom the acquisition are as follows:
{Unaudiwed) {Unaudited)
Fair value Carmving value
(AN LSSt
Cash and cash equivalents 322 A1z22
Property. plani and equipment 77345 75264
Intangible issets 621.690 -
Networking capilat excluded cash 1335.637) {358.305)
Non-currem liahilitics (110.949) (110,949
Net assets acquired/(liabilities assumed) 335

71 (590.868)
————

T
The goodwill is atiributable 10 the signiticam synerpies expected to arse afier the integration ot the Group's existing business and the IBM

PC Business acquited.

Intangible assets acquired that have indetinite useful lile are not subject to amonization. Certain acquired intangible assets are (o be

amortized over their usetul lives mnging trom three o five years.

The acquired tengible assets primarily comprised trade receivables, inventories and plant and cquipment. The liabilitics assumed primarily

comprised made payables and other current lishilitics.

‘The assel purchase aprecment conlains provisions that may require miscellancous “true up” adjustments which are expected 1o resull in cash
p | 3 ]

payments between the Company and IBM. Such adjustments have not been tinalized. bul estimales have been recorded as part of the

purchase price allocation, as indicated above, This process is expeeted to be finalized in the financiat year 2006/07,




FINANCIAL REVIEW

Results

For the nine months ended December 31, 2006. the Group achieved a tumover of approximately US$11,174 million.
IProfit attributable to sharcholders was appreximately US$101 million during the period, representing a decrease of
US$37 million against US$138 million recorded in the same period last year. Basic carnings per share and difuted
carnings per share were USHI7 cemts and US1.14 cents. representing a decrease ot US0.39 cents and USO.41 cents

respectively as compared with the same peried last year.
Segment Results

The Group has adopted geographical segments as the primary reporting format. Geographical turnover included
Amcricas, EMEA (Europe, Middle East and Africa). Asia Pacific (excluding Greater China). and Greater China,

Capital Expenditure

The Group incurred capital expenditures of US$153 million during the nine months ended December 31, 2006, mainly
tor the acquisition of fixed assets, completion of construction-in-progress and investments in the Group's information
technology systems.

Liquidity and Financial Resources

Al December 31, 2006, total assets of the Group amounted to US3$6.023 mitlion. which wus financed by sharcholders’
funds of US$1.039 million. minority interests of USSI million, and non-current and current liabilities of US34,983

million. The current ratio of the Group was (.89,

The Group had a solid financial position and maintained a strong and steady cash inflow from its operating activities. At
Deeember 31, 2006, cash and cash equivalents wtaled US$1.431 million, of which 49.8 percent was denominated in US

dollars, 34.1 percent in Renminbi, 3.5 percent in Euros and 12.6 percent in other currencies,

At December 31, 2006, the Group had a US$400 million 5-Year Revolving and Term Loan Facility with syndicated
banks. bearing interest at the London Interbank Offered Rate plus 1,52 percent per annum: and 2 US$HTOU million
5-Year Fixed Rate Loan Facility with a policy bank in China. These facilities were utilized to the extent of US$100
milhion at December 31, 20006,

The Group has also arranged other short-term eredit facilities for contingency purposes, At Deeember 31, 2006, the
Group's total available credit tacilities amounted to US$1,765 million, of which US$290 million was in trade lines,
US$294 million in shori-term and revelving money market facilities and US$1.181 million in forward foreign exchange
contracts. At December 31, 2006. the amount drawn down was US$79 million in trade lines, and US$865 million being

used for the currency torward contracts,

At December 31. 2006, the Group's outstanding bank loan represented the term foan of USE100 million and short-term
hank loans of US$14 million. When compured with total equity of US$1,039 million, the Group's pearing ratio was
0.11. The net cash position of the Group at December 31 20006 is US$1,317 million.

The Group adopts a consistent hedging policy for business transactions to reduce the visk of currency Aluctuation arising

rom daily operations. At December 31, 2006. the Group had commitments in respect of outstanding toreign exchange

forward contracts amounting to US$865 million.




The Group's forcign exchange forward contracts are cither used to hedge a percentage of future intercompany
transactions which are highly probable, or used as fair value hedges for the identified assets and liabilities. Any gain or
loss on these contracts is offset by movements in the value of the underlying transactions or change in tair value of the

identified assets or Liabitities,

The Group issued 2,730,000 convertible preferred shares at the stated value of HK$1.000 per share and unlisted
warrants to subseribe for 237.417.474 shares tor an aggregated cash consideration of approximately US$350 million.
The convertible preferred shares bear a {ixed cumulative preferential cash dividend. payable quarterly, at the rate of 4.5
percent per annum on the issue price of cach convertible preferred share. The convertible preferred shares are
redeemable, in whole or in part. at a price equal 1o the issue price together with acerued and unpaid dividends at the
option of the Group or the convertible preferred sharcholders at any time atter the matarity date at May 17, 2012, The
fair value of the liability component and equity component of the convertible preferred shares at December 31, 2006
amounted to approximately USS$318 million and US$11 million respectively. The warrants will expire on May 17, 2010.

Contingent Liabilities
The Group had no material contingent liabilities at December 31, 2006,
Ifuman Rescurces

Al December 3E, 20006, the Group had @ total of approximately 24500 emplovees, 19,100 of whom were employed in
Chinese mainland. 2.000 in the U.S. and 3.400 in other countries,

The Group implements renneration policy, bonus and long-term incentive schemes with reference 1o the performance
of the Group and individual emplovees. The Group also provides benefits such as insurance, medical and retirement
funds to employees 1o sustain competitiveness of the Group.

BUSINESS REVIEW

Lenovo reported financial results for the three months ended December 31, 2006, Lenovo's consolidated turnover
increased slightly year-on-year to approximately US$3.998 million. The Company continues to maintain solid sirength
in China. The gross profit margin for the quarter improved to 13.5 percent. mostly thanks to cost improvements. Profit
betore taxation, excluding the cost of strategic restructuring actions, amounted to US$66 million. Profit auributable 10
sharcholders amounted to USS$58 million, representing a year-on-vear improvement of 23.3 pereent.

Personal Computer Business

During the three months ended December 31, 2006, Lenove’s worldwide PC shipments increased approximately 8
perecent year-on-year, better than the industry average growth of 7 percent. Based on preliminary industry data,
Lenovo's share of the worldwide market increased 0.1 percentage points o 7.4 percent.

Lenovo continued to see strong growth in China. During the quarter. Lenovo's PC shipments increased approximately
19 percent year-on-year. Based on preliminary industry data, Lenovo’s share of China market increased 0.4 percentage
points year-on-year to approximately 36.2 percent. The strong performance amidst keen competition was attributable to

the Company s cftort in improving product and price competitiveness while maintaining healthy profitability.

Outside China, Lenova's perfonmance continued to be tmpacted by its lower penctration in higher growth market
scgments, such as small- and medium-sized business (SMB) and consumer segments.  Lenovo saw lower shipments in
the Americas due to weaker enterprise market demand. The expanded rollout of transaction model in EMEA (Europe.
Middie East and Africa) continues to help drive growth in shipments and margins. The Company expanded the coverage
of transaction medel in Asia Pacifie {excleding Greater China) by launching consumer PCs in selected countries near
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the guarter end. India reported profitable growth for the quarter.

Nolcbook computer accounted for approximately 32 percent of Lenovo’s revenue, Overall notebook gross margin
improved sequentially. Lenove continued 1o improve deskiop competitiveness and enjoyed good growth in desktop

compuier shipments in emerging markets,
Mobile Handset Business

For the quarter. Lenovo maintained its number four ranking and share in the China market. Mobile handset reported a
lower year-on-year unit shipments but maintained solid profitability with its continuous effort in improving operational

efficiency during the quarter.

During the guarter. Lenovo enhanced its efforts to drive global operational efficiency with more investment in product
and business development. Looking ahead, the Company will continue 1o focus on rolling out transaction model to
cover additional werritorics, timproving the efficiency of its supply chain, strengtheming desktop competitiveness, and

building a strong brand.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES

During the nine months ended December 31, 2006, the Company repurchased its own shares on The Stock Exchange of

Hong Kong Limited as follows:

Aggregate

consideration

Number of Highest price Lowest price (excluding

Month/Year Shares repurchased per share per share expenses)
HKS HKS HKS

June 2000 15,390,000 2.450 2.200 35.698.500

The shares repurchased during the period were subsequently cancelled in June 2006 and accordingly. the issued share
capital of the Company was diminished by the nominal value thercot. The premium payable on repurchase was charged

against the share premivm account of the Company.
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During the period. the trustee of the Long Term Incentive Program of the Company purchased 236.210.000 shares from
the market for award to emplovees upon vesting. Details of the program are sct out in the 2005/06 Annual Report of the
Compuany.

Save as disclosed above, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the

Company's listed securities during the period.

REVIEW BY AUDIT COMMITTEE

The Audit Committee of the Company has been established since 1999 with responsibility of assisting the Beard in
providing an independent review of the financial statements and internal control system. It acts in accordance with the
Terms of Reference which clearly deal with its membership, autherity, duties and {requency of meetings. The Audit
Commitice is chaired by an independent non-executive director. Mr. Wong Wai Ming. and curmrently comprises five
members including Mr. Wong, the other three independent non-executive directors, Professor Woo Chia-Wei, Mr. Ting
.ee Sen and Mr. John W. Barter 111, and the non executive director, Mr. Shan Wetjian,

The Audit Committee of the Company has reviewed the unaudited financials for the nine months ended December 31,
2006. [t meets regularly with the management, the external auditors and the intemal audit personnel to discuss the

accounting principles and practices adopted by the Group and internal control and financial reporting matters.

By order ot the Board
Yang Yuanging

Chairman
Raleigh, February 1, 2007

As of the date of this announcement, the Execwiive Directors are Mr. Yang Yoanging, Mre William J. Amelio and
Ms. Mua Xuezheng, the Non-executive Direciors arve My Liv Chuanzhi. My, Zhw Linan, Mv James G Conlier,
Mr William Q. Grabe, My Shan Weijian. My Justin T. Chang (alternate Director 1o M James G Conlier),
Mr. Vince Feng talternate Divector 1o Mr. William O. Grabe) and My Daniel A. Carroll (afternate Director 1o
Mr. Shan Weifian): and the Independent Non-executive Directors are Mr. Wong Wai Ming. Professor Hoo Chia-Wei, Mr.
Ting Lee Sen and Mr: John W, Barter IH.

"Please also refer 1o the published version of this announcement in the South China Mormning Post”
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BB HEIRAE

Lenove Group Limiled
HRHRABERNITORKSH R AB2IE
723fF, Lincoin House, laikoo Place,

979 King's Hoag, Quarry Bay, Hong Keng.

Tel: (852} 2530 0228  Fax: (652) 2516 5384
www.lenovo.com

By Fax No. 2248 6910 & By Post

Our Refl: L-HKLGL-07-01

January 19, 2007

The Stock Exchange of Hong Kong Limited
Listing Division

11/F., One International Finance Centre

I Harbour View Strect, Central

long Kong

Attn: Ms. Janet Chiy/ Ms. Anita Chw/ Mr. Jerry Tam

Dear Sirs,

Company ‘Lenovo Group Limited (the “Company”) .
Subject : Third quarter results for the nine months ended December 31, 2006

Plcase be informed that (1) a board of directors’ meeting of the Company will be held at
Raleigh, U.S.A. on Wednesday, January 31, 2007 at 1:30 p.m. (EST) {or Thursday, February
1, 2007 a1 2:30 am. (HKT)) to approve the third quarter results of the Company for the nine
months cnded December 31, 2006; and (2) the English and Chinese versions of the results
will be published in South China Morning Post, Hong Kong Economic Times and Wen Wei
Po on February 2, 2007.

This letter is sent to you pursuant to Rule 13.09 of the Listing Rules.
Should you have any queries, please feel free ta contact our Ms. Joscphine Ycung at 25!06-

4842 or Ms. Catherine Tse at 2516-4874.

Yours faithfully,
Far and on behalf of
novo Group Limited

Company Secretary
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1 ¥ 4% Company Name

{Companies Ordinance s. 45(1)}
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Return of Allotments

Form

SC1

A H M Company Number
450816

Lenovo Group Limited

JrASS A R )

2 SFACHR (289 H IR 4454 F1 # Date or Period during which Shares were Allotted

Company since Incerporation (Including this
Allotment but Exciluding Premium)

¥: 4 Name: Lenovo Group Limited

R bk Address: 23/F Lincoln House, Taikoo Place,
979 King's Road, Quarry Bay,

Hi From ETo
08 01 2007 16 01 2007
[ OD H MM TE YYYY 'H DD AMM EYYYY
3 Ko {n R EVE Totals of this Allotment
AR iTA A
Currency Amount
B B S REBR ) At B
Total Nominal Amount Paid and Payable HK$ 60,65000
EL B A% HEAN 118 1 AT (S 5A(a) + 5B(a)) -
Total Premium Amount Paid and Payable {Sactions 5A{a) + 5B(a)] HK$ 6,078,01 2.00
A AN ROT SSERE B A BRI DA R A ik
BBEE RS EEFLERE) Sureney Amount
Cumulative Total of Paid-up Share Capital of the HK$ | 247,588,644.345

Your Receipt
Companies Registry
H.K.

237012007 10:06:5%
Submizsion Ho. e

22404230141

Hang Kong R HO.: 0450816

She Form.: sC1

/a3 Tel: 25164816  {Hi A Fax; 2719 9766 Reverue Code o rECHKDD)
] iy ik E-mail Address: 0g $6,079.00
Ht5R Reference: Receipt Mo, Method Amount (HKD)
1EIIIGRE 202004 (£52]) (2004 1E 2 §1) _;":‘ - - e 075 .00
Specification No. 2/2004 (Revision) {Feb. 2004) t‘i{f‘iﬂ_'i?_fifi': _E f:? ___________ b_ o8 .00
Total Paid $6,079 .00




e % SC’I 1) & A% Company Number

Form 450816
5  ARNH) S EIRYEE (S Details of this Allotment
A THE T4 RUEE £y Shares Allotted for Cash
HeorminY o FETHRESNRRE | ARNEH g Ry
e 20 liadrid S 4e FEBOY T sl g B {7 A T
Class of Number  jMNominal Value Amount Paid and Premiumon | Total Premium Paid
Shares of Shares  |of Each Share| Payable on Each Share Each Share and Payable
Allotted (Including Premium).
BB | &M fa)
Paid Payable
Ordinary | 488,000 0.025 2.245 - 2.22 1,083,360
Ordinary | 352,000 | 0.025 2.435 - 2.41 848,320
Ordinary [1,134,000 0.025 2.545 -- 2.52 2,857,680
Ordinary | 452,000 0.025 2.876 — 2.851 1,288,652
feNote9) B, FEER S SF A4 Bl K £) Shares Allotted otherwise than in Cash
' FREHRFO
R B RS AR HEIGR | e SRR
e £ % 1t B AR R (R4 ] [igpregis Fe gl
Class of Number Nominal Value Amount Treated as Premium on Total Premium
Shares of Shares {of Each Share Paid and Payable on Each Share Treated as Paid
Allotted Each Share and Payable
{Including Premium)
&% 40 T (a)
r Paid Payable .
. |
inote10) MBI A £E R | |
Consideration for which the Shares in (B) hava been Allotted ,
|
|
H T Page?2

IhEyIIanE 2/2004 {4571) (2004 4.2 1))
Specification No. /2004 {Revision) (Feb. 2004)




i F% SC1 4244 HE4R Company Number

. Form 450816
6 It Bl S Details of Allottee(s)
HEBR G ERE
o ) No. of Shares Allotted by Class
B4/ B0 Hhk
Name Address %3 Class K3 Class
" Suites 1601-07, 16/F, Cityplaza One,
B.O(.:' Securities 1111 King's Road, Taikoo Shing, Ordinary 2,426,000
Limited
Hong Kong
F MBI SRR R
Total Shares Allotted by Class | Ordinary 2.426,000
%% Signed
#E# Name . M K,@gung Fu, Eric H i Date . 16/01/20Q07
FE4r-Director,/ 8 4} Secretary * 80D ¢/ HMM 7 4EvYYY

CTRATERIA Delete whichever does not apply

i
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